Taxation 300/BCTA by University of Johannesburg
1 
 
 
 
 
 
 
 
 
 
 
 
 
DEPARTMENT OF ACCOUNTANCY 
 
FINAL ASSESSMENT OPPORTUNITY – NOVEMBER 2017 
 TAXATION 300/BCTA 
  
 
ASSESSORS: Mr J Olivier CA(SA)                             MARKS: 150 
                       Ms L Barnard CA(SA)                                      Reading time 45 minutes 
                                  Writing time 225 Minutes 
 
INTERNAL MODERATOR:  Ms Michelle van Heerden CA(SA) 
    Mr M Hassan CA(SA) 
                                                         
  
EXTERNAL MODERATOR: Ms L Groenewald CA(SA) (NWU) 
                                                             
  
 
 
INSTRUCTIONS TO CANDIDATES 
 
1. This paper consists of 6 pages. One page of required. Two pages of annexures. 
 
2. You are reminded that answers may not be written in pencil.  No tippex may be used. 
 
3. Show all calculations clearly and round to the nearest Rand. 
 
4.       DO QUESTION 1, 2, and 3 in a GREEN BOOK and QUESTIONS 4 and 5 in a BLUE BOOK 
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QUESTION 1   ANSWER IN A GREEN BOOK                                        (TOTAL 23 MARKS)  
 
PART A  (8 MARKS) 
 
AB de Villiers is a well-known South African Protea cricketer. In the last few years he has also played 
IPL cricket in India where he earned a lot of money.  During the 2017 year of assessment he decided 
to move to India permanently as he earns high income there and he is fed up with all the crime in SA. 
He had the following assets on 15 July 2017 when he and his family moved to India: 
 
 Cost MV on 14 July 2017 Notes 
BMW X6 R932 000 R778 000 1 
House in Sandton R3 200  000 R5 400 000 2 
 
1:  AB sold the car to his team mate Hashim Amla on 14 July 2017. 
2:  He could not sell his house due to the bad market, so he decided to rent it out via a rental agent. 
The agent got a tenant for the house on 1 August 2017 and paid rent of R36 000 per month. 
 
PART B   (15 MARKS) 
 
Roger Federer is a well-known tennis player ordinarily resident in Switzerland. He has won numerous 
grand slam tournaments. 
 
Roger can go anywhere in the world but chose SA as his favourite holiday destination. He loves the 
diverse cultures, weather, and all the provinces. 
 
He has visited SA every year for the past 10 years, sometimes for long periods if his match schedule 
allows it.  During 2017 he took a two month holiday to SA and spent it mainly in Kwa-Zulu Natal 
(“KZN”). 
 
2017 Year of assessment information 
 
Whilst on a visit to KZN, he saw a small rural school with a broken tennis court, where the kids play 
tennis. He was so impressed with the kids that he decided to extend his Roger Federer Foundation to 
SA as well. He built new tennis courts and sponsored equipment in rural areas where kids can learn 
to love the game of tennis.   
 
He received a sponsor of R500 000 from ABSA bank on 1 March 2017 to extent this initiative to 
other provinces as well, on the condition that he use the money to build tennis courts. He agreed to 
invest the money from ABSA into an ABSA money market until he will use it in other provinces, the 
agreement stated that any return on investment will accrue to Rodger. He earned 8.75% interest. 
 
He invented and patented a bowling machine in Switzerland, which helps small kids with their batting 
technique. An SA manufacturer bought the patent and started to manufacture the bowling machine 
locally. They paid patent fees of R150 000 on 28 February 2017 for the 2017 year of assessment. 
 
A well-known school St Johns asked him to come and have a tennis talk and match against the no 1 
tennis player of the school– with the hope to improve the sport. St Johns paid him R50 000 for the 
motivational talk and match. 
 
Roger received a dividend from Sasol Ltd a South African company of R14 000 in December 2016. 
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QUESTION 2 ANSWER IN A GREEN BOOK           (TOTAL 18 MARKS) 
 
THIS QUESTION CONSIST OF THREE RELATED PARTS 
 
PART A                            (4 MARKS) 
 
Thabo Mlati is the father of Thabile, aged 16. Thabo received a discretionary bonus during the 2016 
year of assessment and decided to buy a small flat from which he can earn rental income. He promised 
all rental income to Thabile if she makes good grades at the end of the 2017 school year. 
 
PART B                            (11 MARKS) 
 
During the 2017 year of assessment, Thabo a South African resident, decided to donate the rental 
property to a discretionary trust that his father Renold created in terms of a will. The Mlati Family 
Trust is a SA resident trust. The trustees consist of independent parties. The beneficiaries are Maya 
(Thabo’s wife), Thabile and Lucky (Thabo’s illegitimate child aged 13). All the beneficiaries are 
South African residents. Thabo and Maya are married in community of property. The trust deed states 
that Thabile will have a vested right in rental income from the flat, but any other distributions must 
be approved by the trustees.  The trust will dissolve when Thabile turns 26 years old. 
 
The following assets were donated/inherited by the Mlati Family Trust: 
 
Asset Value at date obtained by Trust Notes 
Flat R500 000  
JSE listed shares R100 000 1 
Holiday house in Ballito R1 500 000 2 
Interest bearing investment R250 000 3 
 
1. The shares were donated by Renold in terms of his will. 
2. The holiday house where donated by Josephina (Thabo’s mother), who is also South African 
resident. 
3. The interest bearing investment was sold at the market value to the trust by Thabo. 
Earnings from trust during the 2017 year of assessment: 
 
 Total Flat Rental Dividends Holiday house rental Interest 
Income 196  000 50 000 6 000 120 000 20  000 
Expense (82 500) (7 500) 0 (75 000) 0 
 113 000 42 500 6 000 45  000 20 000 
 
A. Maya is entitled to R15 000 from interest. 
B. The trustees used the following income for maintenance of Thabile and Lucky 
i. R12 000 for Lucky’s school fees paid from the holiday house rental income 
ii. R3 000 for Thabile’s dance school fees from dividends. 
 
PART C                              (3 MARKS) 
Thabo and Maya works together in their partnership consulting business. Thabo is Maya’s right hand 
man and Maya is the main consultant.   
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QUESTION 3 ANSWER IN A GREEN BOOK                                    (TOTAL 30 MARKS) 
 
ALL AMOUNTS INCLUDE VAT WHERE APPLICABLE 
 
PART A                            (7 MARKS) 
Solly Thomas owns a small bed and breakfast in the Sandton CBD as a sole proprietor. His occupation 
is at 80% most of the year as many a business man stays over a night or two.  Jona Ramos had to visit 
Johannesburg and surrounding areas on site visits and requested a special rate from Solly as he 
planned to stay for 30 nights.  Solly’s normal rate is R1 200 per night for bed and breakfast. He agreed 
that Jona could stay at a discounted rate of R1 000 per night for bed and breakfast. Jona prepaid the 
amount of R30 000. During his stay Jona also made use of Solly’s laundry service at R70 per washing 
load and used the WI FI at R1 per Meg on numerous occasions.  
 
PART B                            (18 MARKS) 
RR (Pty) Ltd (“RR”) has a February year end and entered into the following agreements: 
 
A:  Rental of photocopier from Konica Minolta for 2 years starting 1 March 2017. The agreement 
states that RR must pay R1 500 per month. Konica agreed that if RR pays the rental a year in advance 
they will give them a 10% discount.  RR signed the agreement and the accountant paid the total 
outstanding for the two year period on 28 Feb 2017. 
 
B: Purchased a delivery truck.  The terms of the agreement states that the cash value of the Truck is 
R217 000. Instalments of R7 836 is payable over 36 months in arrears.  RR paid a deposit on the truck 
of R17 000 as well as installments of R54 853 for the period 1 March 2017 to September 2017 on 28 
February 2017.     
 
PART C                               (5 MARKS) 
Sweet factory CC (year end June) bought imported delicate chocolates during June 2016 on credit for 
R140 000.  It was stock for a special event.  Due to extreme heat conditions half of the chocolates 
melted and Sweet Factory could not use it anymore. The remaining chocolates were all used for the 
function on 30 June 2016. Sweet Factory has a good relationship with the importer and contacted him 
about the melted chocolate. The importer agreed to write off the debt relating to the melted chocolate. 
 
 
QUESTION 4 ANSWER IN A BLUE BOOK                  (TOTAL 13 MARKS) 
 
PART A                   (5 MARKS) 
 
You have two friends, Megan and Walter, who are second-hand car dealers.  Their car dealership is 
registered as a company called M&W Cars (Pty) Ltd (“M&W Cars”).  Megan and Walter hold all of 
the shares in this company.  Donna, one of their friends, is the sole shareholder of Magic Wheels 
(Pty) Ltd (“Magic Wheels”), a car dealership and mechanic workshop situated in Brakpan.  Magic 
Wheels specializes in car tattoos, high-end speakers and customs rims.  Unfortunately, due to poor 
economic conditions, Magic Wheels has built up a large assessed loss. 
 
Donna can no longer handle the stress of dealing with her very fussy clients and making a financial 
loss. She is thus considering selling her shareholding in Magic Wheels.  Although the company is not 
profitable, Magic Wheels has a valuable client base and fills a niche in the market.  Also, the tax 
benefit of using the assessed loss of Magic Wheels is quite enticing.   
 
Megan and Walter are therefore contemplating the following plan and have asked for your advice: 
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Megan and Walter will purchase the shares in Magic Wheels from Donna on  
1 January 2017 for R500 000.  Once the shares have been acquired, M&W Cars will cease 
trading and all business will be conducted under the name of Magic Wheels.  Plans to market 
Magic Wheels are already being discussed to create brand awareness.  
 
Both companies have a 31 December year end. 
 
PART B                   (8 MARKS) 
 
Roselt Ltd is a manufacturing company that is resident in South Africa. They manufacture female 
and male shoes. Roselt Ltd holds investments in various smaller retail companies.  
 
The company operates from a large factory situated in Midrand, which was erected by Roselt Ltd in 
March 1995.  
 
In the beginning of the current year of assessment, Roselt Ltd formed a subsidiary named Matthew 
Ltd. In accordance with an agreement established between the 2 companies, Roselt Ltd sold their 
manufacturing building for R7 500 000 to their newly formed subsidiary and immediately leased it 
back.  
 
Roselt Ltd pays lease payments of R31 250 per month to Matthew Ltd. 
 
 
QUESTION 5 ANSWER IN A BLUE BOOK (66 MARKS) 
 
On 31 October 2016, Mr John Makwena (50 years old) passed away after a short illness.  He was 
married to Patience, out of community of property with the accrual system.  Up to the date of his 
death, he was employed by Zukuru Ltd.  John and Patience didn’t have children. 
 
A. His package with Zukuru Ltd (up to the date of his death, unless mentioned otherwise) was as 
follows: 
 
 ● A cash salary of R50 000 per month. 
 
 ● On 1 January 2016, John purchased shares in a SA listed company for R200 000.  The 
purchase was financed with a loan from Zukuru Ltd at an interest rate of 5% (simple 
interest).  Dividends of R2 500 accrued from these shares on 1 September 2016.  On 1 
October 2016, John donated these shares to a friend.  The market value of the shares on 
1 October 2016 was R210 000.  The loan of R200 000 was repaid on 30 September 2016. 
Zukuru Ltd waived the interest on the loan. 
 
B. Other information  
 
 ● John owned a commercial building in Cape Town.  John had started with the construction 
   of the building on 1 November 2008 and had taken it into use on 31 October 2009 at a 
cost of R1 000 000.  He received rentals of R60 000 per month from the building and had 
tax deductible expenses of R15 000 per month on the building. 
 
 ● John’s uncle, a resident of the United States of America (USA), donated a house, situated 
in the USA, to John on 15 May 2016.  The house had cost the uncle the equivalent of 
R50 000 in 1972.  The market value of the house on 15 May 2016 was the equivalent of 
R950 000.   
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 ● John had purchased and moved into a house in Sandton on 1 December 1999 at a cost of 
R1 500 000.  This house had been his primary residence up until 1 October 2008, when 
he moved into a new primary residence in Pretoria, at a cost of R2 500 000.  He lived in 
the Pretoria residence up until his death, but sold the Sandton residence on 1 October 
2016 for R3 000 000 (assume that TABC for the Sandton residence is R900 000 and that 
it has been calculated correctly). 
 
C. John had the following asset in his name on 31 October 2016 (over-and-above the assets already 
mentioned in the question): 
 
 ● A BMW M3, purchased on 30 November 2014 for R600 000. 
 
D. The assets in John’s name had the following market values on 31 October 2016: 
 R 
Commercial building 900 000 
House in the USA 1 200 000 
House in Pretoria 2  000 000 
BMW motor vehicle 500 000 
 
E. The executor liquidated the estate as follows (assume that all the transactions took place on 
28 February 2017): 
 ● The house in Pretoria was sold for R3 000 000. 
 ● The commercial building was sold for R800 000. 
 ● The house in the USA was left to his niece. 
 ● The BMW was left to his brother. 
  
 
F. Assume, just for purposes of calculating the accrual, that John and Patience had the following 
net assets: 
 
   John Patience 
 Net Assets on date of marriage R500 000 R100 000 
 Net Assets on date of John’s death R2 500 000 R800 000 
 
